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ABSTRACT 

The overall objective of this research is to focus on the problems of value added tax 

on sale of secondhand cars in Thailand. The study reveals the forms of the methods 

for taxed Value Added Tax in Thailand, United Kingdom and Singapore, the general 

structures of Value Added Tax or VAT (Thailand and the United Kingdom) and 

Goods and Services Tax or GST (Singapore). -
From the study on such issue, it found that the important problems of Value Added 

Tax on sale of secondhand cars in Thailand, when compared between the methods for 

taxed VAT of the United Kingdom and Singapore, are lacking of the special schemes 

to account for VAT on secondhand cars and also the method for issuing special tax 

mvo1ce. 

From the analysis of the problems, the author suggested that all of these problems 

come from the legal loopholes in the Thai Revenue Code. The problems of the matter 

of law and interpretation occur because Thai tax law does not have special schemes to 

govern these sale of secondhand cars and also specific definition of the word 

"secondhand car" in the Revenue Code. 

From the study, the problem for taxed VAT on secondhand cars in Thailand requires 

the Thai government to consider and solve the provisions' problems to account for 

VAT on sale of secondhand car businesses. Therefore, Thailand should enact Royal 

Decree and Director-General Notifications to explain about the special schemes and 
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specific regime to issue tax invoice on sale of secondhand cars. Moreover, these 

Royal Decree and Director-General Notifications will govern and specify liability of 

paying VAT to the Revenue Department 
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Chapter 1 

Introduction 

1.1 Background and General Statement of the Problems 

There are widespread tax avoidance problems in Thailand due to legal loopholes. 

These loopholes arise from wrong interpretation, unclear interpretation, as well as, 

unclear definitions which do not cover all kffids of businesses that are required to pay 

Value Added Tax (VAT). ~ r 
Value-Added taxation is a method of imposing an "ad valorem"1 tax on final 

consumer spending within the domestic economy. The whole of the sales value of 

consumer goods and services, whether imported or produced at home, is taxed by 

installments as the goods pass along the production and distribution chain involving 

successive transactions between businesses. Although the tax is levied at all stages, 

their total value is subject to tax once and once only. Under the "invoice" system, 

each business pays the tax as a percentage (the Value Added Tax (VAT) rate) of its 

sales during the proceeding tax period (say a month), but less a credit for the VAT 

invoiced to it over that period by its own suppliers. There are of course no tax invoice 

credits for the final consumer, for that matter, for any tax-exempt business purchaser 

(like the farmer, say, if food and farming activities are treated as tax-exempt). For 

these purchases, there is no recovery of pre-paid tax: the buck stops there. 

Value Added Tax (VAT) plays an important role in financing the government 

abundantly because VAT from every transaction earns huge amount and is 

widespread when compared with the other kind of taxes. In the past, Thailand hardly 

realized the importance of VAT but at present, VAT plays an important part for 

development the country due to easy collection based on fixed rate of Value Added 

Tax in Thailand (the present rate is 7%). 

1 Bernard Crick and William A. Robson, Taxation Policy (Harmondsworth: 
Penguin publishers, 1973), p. 183. 
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However, the description of law subjected to VAT has opened the loopholes for seller 

and buyer to avoid paying tax. In this research paper, Chapter4 will analyze about the 

problem of VAT collecting on sale of secondhand cars businesses in Thailand. Most 

of these businesses use the loopholes to avoid VAT according to the high value of 

cars that can value added to the price of them. Value of VAT will increase in 

accordance with the price of cars so the business owner, who bought cars from sellers 

in the first transaction and sold secondhand cars to theirs customers, do not want to 

pay VAT to the Revenue Department. They chose the way to avoid this amount of tax 

by using signing blank endorsement for transferring rights and ownership to the next 

owner, who bought the cars (customers) from them, as the confirmation for selling 

and buying cars. Surely, they are not issued tax invoice as evidence that has to submit 

to the Revenue Department for paying VAT as well. 

The problem that found in the matter of law is the law cannot cover with the sale and 

purchase of secondhand goods (in this research I will focus on secondhand car only) 

so for VAT account has to use ordinary account for taxed value added tax on sale and 

purchase goods, according to the Thai Revenue Code, to adapt for the case. For 

accounting Value added tax, in general, will account on full price of the car and it 

caused high price that came from value added. 

For the interpretation, the law does not issued specific meaning in the word of 

"Secondhand Car" to adapt with VAT system but use only in the general meaning of 

the word "Goods" in Section 77 /1 (9), which provided that the word "Goods" means 

corporeal or incorporeal objects susceptible of having value and of being 

appropriated, whether for sale, use or for any purpose, and includes everything 

imported, to adapt and use with the sale of secondhand cars instead. 

The Revenue Department realized about the problem that had happened and Revenue 

Department tries to find the solution fur closing the legal loopholes and curing lost 

Government's income. 
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1.2 Hypothesis of the Research 

Currently, Thai tax law can not prevent the tax avoidance completely, especially, 

from the group of secondhand cars dealers or Secondhand Car businesses. It is 

essential to interpret existing Thailand Revenue Code in the section that involved with 

taxed for Value Added Tax and understand the meaning of the involved words in Thai 

Revenue Code that could be apply for this case, understand its application and 

purpose additions in order to address the new problems and situations which have 

occurred through today' s spread on sale of secondhand cars. 

1.3 Objectives of the Research 

1. To study the system of Value Added Tax avoidance on sale of secondhand car 

businesses. 

2. To analyze the concept and legal provision of VAT collecting system between 

Thailand, the United Kingdom and also Singapore. 

3. To study the legal problems in term of collecting VAT on sale of secondhand 

cars when compared between Thai law and the foreign laws. 

4. To find a solution to the problems that existed, in order to know the suitable 

roles for finding the solution properly. 

- 969 ~o\ 
1.4 Research Methodology !/1at191'$\I 

This research paper will be analyzed and researched utilizing documentary research 

i.e. Thai Revenue Code ( in the part of "Value Added Tax"), Value Added Tax 

provision of United Kingdom and Goods and Service Tax provisions of Singapore 

including text books, applicable thesis, documents and electronic information 

regarding value added tax relating to the above documents. 
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1.5 Scope of Research 

This research paper encompasses the study of the system for taxed on VAT according 

to Thai Revenue Code. This research focuses on the sale of secondhand car as the full 

time business by analyzing and comparing the problem of tax avoidance in Thailand 

and the solution of United Kingdom provisions and Singapore Provisions. 

1.6 Expectation of the Research 

1. To know the characteristics and comprehend the working system of tax 

avoidance on sale of secondhand car businesses in Thailand. 

2. To know the concepts and legal provisions of VAT collecting system between 

Thailand, the United Kingdom and Singapore. 

3. To know the legal opinion and interpretation in different laws including foreign 

legislation. 

4. To identify the legal problems and establish solutions for such problems. 

5. To improve and modify the law concerning on the tax collecting on the sale of 

secondhand cars businesses in field of domestic law. 



Chapter2 

General Study about the VAT on Sale of 

Secondhand Cars in Thailand 

2.1 The Definition of Word "Value Added Tax" (VAT) 

Value Added Tax is a government tax charged on certain transactions, generally, 

applied at each point of exchange of goods or services from primary production to 

final consumption2
• It is levied on the difference between the sale prices of the goods 

or services (outputs) to which the tax is applied and the cost of goods and services 

(inputs) bought in for use in its production3
• 

Value Added Tax is an indirect tax on consumption that is assessed on the increased 

value of goods at each point in the chain of production and distribution, from the raw 

material stage to final consumption. The tax on processors or merchants is levied on 

the amount y which they increase the value of the items they purchase and resell. 

Value Added Tax (VAT) is a sales levied on the sale of goods and services. In some 

countries, including Singapore, Australia, New Zealand and Canada, this tax is known 

as "goods and services tax" or GST4. 

* 
Value Added Tax (VAT), or goods and services tax (GST), is tax on exchanges. It is 

levied on the added value that results from each exchange. It differs from a sales tax 

because a sales tax is levied on the total value of the exchange. For this reason, a VAT 

is neutral with respect to the number of passages that there are between the producer 

and the final consumer. A VAT is an indirect tax, in that the tax is collected from 

someone other than the person who actually bears the cost of the tax (namely the 

seller rather than the consumer). To avoid double taxation on final consumption, 

2 Web-Conveyancing Limited, VAT, in http://www.web-Conveyancing.co.uk 
/jargon buster.asp, access date June 16, 2007. 

3 Bannock Graham et al, The Penguin Dictionary of Economics, in 
http://ooli.haifa.ac.il/~levi/res/dicpe.html, access date June 16, 2007. 

4 Wikipedia, Value Added Tax, in http://en.wikipedia.org/wiki/V AT, access 
date June 16, 2007. 
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exports (which by definition, are consumed abroad) are usually not subject to VAT 

and VAT charged under such circumstances in usually refundable. 

The VAT was invented by French economist in 1954. Maurice Laure, joint director of 

the French tax authority, the Direction genirale des impost, as taxe sur la valeur 

ajoutee was first to introduce VAT with effect from 10 April 1954 for large 

businesses, and extended over time to all business sectors. In French, it is the most 

important source of state finance, accounting for approximately 45% of state 

revenues. s 
Person end-consumers of products, consumers and services cannot recover VAT on 

purchases, but businesses are able to recover VAT on the materials and services that 

they buy to make further supplies or services directly or indirectly sold to end-users. 

In this way, the total tax levied at each stage in the economic chain of supply is a 

constant fraction of the value added by a business to its products, and most of the cost 

of collecting the tax is borne by business, rather than by the state. VAT was invented 

because very high sales taxes and tariffs encourage cheating and smuggling. It has 

been criticized on the grounds that it is a regressive tax. 

2.2 The Def"mition of Word "Secondhand Car" 

A "Used Car'', also known as a Pre-owned vehicle and secondhand car, is a vehicle 

that has one or more owners. Used cars are sold through a variety of outlets, which 

include franchise and independent dealers, rental car companies, leasing companies, 

and used car superstores. Some car retailers offer "no-haggle prices," and "certified" 

used cars, and extended service plans or warranties. Individuals can also sell and 

purchase used car through resources, such as newspaper and online classifieds5
• 

5 Wikipedia, Used Car, in http://en.wikipediaorg/wi.ki/Used car, access date 
June 20, 2007. 



7 

2.3 The Structure of the Value Added Tax (VAT) in Thailand 

On January 1, 1992, the Thai government replaced the business tax by a 

Consumption-type Value Added Tax (CT-VA1). In comparison with other types of 

VAT (i.e. Gross National Product VAT and Income-type VA1), the Consumption­

type Value Added Tax or CT-VAT is arguably the most preferred VAT system. This 

can be verified by the fact that 38 from 41 countries employing the VAT system are 

using the CT-VAT. The advantages of the CT-VAT over other VAT systems maybe 

summed up as follows; 

First, the Gross National Product or GNP-type VAT distorts and obstructs 

investment, and is difficult to implement. Moreover, no country has applied this type 

of VAT. Second, as for the Income-type VAT, its tax base is similar to that of the 

income tax. Thus, the imposition of this tax is nothing else but imposing income tax 

twice (Only two countries have employed the Income Base VAT; Peru and 

Argentina). Third, the CT-VAT is not only easy to implement, but it also increases 

investment incentive. Fourth, it is neutral on international trade. Finally, since it 

contains a motive to avoid tax-evasion, the CT-VAT can be used as a tool to reduce 

corruption in administration. Therefore, this type of VAT is possibly the most 

appropriate tax system for the Thai economy6
• 

Normally, to calculate Tax for Value Added Tax, there are three different methods 

can be used to calculate the tax liability in the VAT system, namely addition, 

subtraction and credit methods. The tax base in the addition method can be calculated 

by adding up all the factor payments made by the firm such as wage, net interests, 

rents and what is earned as profits. The tax liabilities are obtained through multiplying 

the tax rate by the tax base. Since this method requires adding net profits to other 

factor payments, it is appropriate to apply this method to the Income-type VAT rather 

6 Somchai Harnhirun, "Substituting Value-Added Tax for Business Tax in 
Thailand a General Equilibrium Analysis," (Doctor Degree's Thesis, Department of 
Library and Information Center, NIDA, 1994), pp. 42-43. 
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than to the Consumption-type VAT. In the subtraction method, the tax due from each 

firm is reduced by the tax paid by the firm on all intermediate inputs purchased from 

other firms. The calculation of tax liabilities can be done by subtracting the purchases 

from other firms from sales revenues and then applying the appropriate tax rate. 

Under the credit method, taxes are levied on total sales, with credit given on taxes 

paid on the purchase of intermediate products. This differs from the subtraction 

method where taxes are levies on the difference between total sales of products and its 

cost of production. To calculate the tax liabilities using the credit method, the tax 

payer can simply multiply the tax rate by the output price to obtain the output tax and 

then subtract the payment shown in the invoices of the raw material purchased. In 

administering the tax, this method is known as the invoice method. This is because, in 

paying tax, the firm only requires to maintain invoices on sales and purchases for each 

tax payment period (usually monthly). The tax liability is determined simply by 

applying the tax rate to the total sales invoices and then by deducting the amount of 

VAT already paid on intermediate purchases as indicated on the purchase invoices 

where the tax is usually itemized separately. 

The credit method is therefore considered to be the most preferable type on account of 

its simplicity. That is that the reason why the credit method is commonly used in 

many countries whereas no country has yet employed the subtraction method7
• 

2.4 The Sales System of Secondhand Cars in Thailand 

Cars are important in human life to respond to a hurry life, facilitate jobs and human's 

opinions have changed because they think cars are fashionable. Moreover, the 

competition of each brand has intensified because each brand wants to be top brand in 

the car market. Therefore, each distributor in Thailand proposes special campaigns in 

order to attract customers to buy a new car. Thus, the need to buy cars increases. 

7 J Whalley and D Fretz, The Economics of Goods and Services Tax (Toronto: 
Canadian Tax Fow1dation Publishers, 1990), p. 86. 
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When people decides to buy a new car, some sell their old car to secondhand car 

market due to many reasons such as not wanting their old car or in need of money for 

down payment of their new car. As cars can be easily sold into the secondhand market 

and demand for secondhand cars have increased, the secondhand car business has 

grown rapidly and huge amount of money circulates in this market. 

Generally, the secondhand car business earns a lot of income according to the car's 

price. Most cars sold are approximately 80,000 Baht up to a million Baht and beyond. 

The Revenue Code can levy Value Added Tax on these businesses and earn huge 

amount of money for Thai government as well. 

The method of secondhand car business is quiet simple. The dealer pays the agreed 

price to the seller. In return, the seller signs his name on a blank endorsement and 

hands it to the dealer. When a customer buys the car, the dealer will give him the 

blank endorsement to sign his name. The ownership will then be transferred to the 

buyer. However, to register the change of ownership, the car has to be registered at 

the Department of Land Transport. 1.. 

2.5 Legal Provisions Relating to Value Added Tax Collection on Sale of Goods 

in Thailand 

Input tax means value added tax that the business operators paid to the person who 

sell goods or provide services as VAT register, when they buy or pay for services for 

theirs own businesses. The rates of Value Added Tax for general sale of goods are: 

Rate of I 0% but Royal Decree No.465 B.E. 2550 8 decreased the rate to 7%. Pursuant 

to Section 799
, Section 85/1(1 )10 and Royal Decree No. 432 B.E.254811

, businesses 

8 Appendix A. 
9 Section 79 Subject to Section79/l , the tax base for sale of goods or 

provisions of services means total value received or receivable by a supplier from 
such sales or provisions inclusive of excise tax as defined in Section 77/1(19), if any 
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that generate an income more than 1,800,000 per year, must be registered as VAT 

register. However, those who earn less than 1,800,000 can voluntarily register as VAT 

register to deduct input tax. 

Value Added Tax is fair and prevents double taxation. Thus, Value Added Tax is 

useful for the economy because it generates income to the government more than 

other taxes12
• Problems arise from practice and checking system of the government, 

which should have great efficiency, to protect falsification of tax invoice. 

10 Section 85/1(1) A supplier with the value of the tax base of his business 
exceeds that of a small business fixed by a Royal Decree issued under Section 81/1 
shall file an application within thirty days. 

11 Appendix B. 
12 The Report of Collecting Tax in Fiscal Year, 2005-2007, Chompom 

Province 



T!!f ASSUMPTION UNIVERSITY LmRAR'9 

11 

2.S.1 Imposition of Value Added Tax and Person Liable to Tax 

Section 77/2 of the Revenue Code divides businesses that are required to pay 

VAT into the following groups: 

1. Sale of goods in the Kingdom only by supplier. 

2. Provision of services by a service provider. 

3. Import of goods by an importer. 

Pursuant to Section 77 /1 (9) of the Revenue Code, provides that 

"Goods" means corporeal or incorporeal objects susceptible of having value 

and of being appropriates, whether for sale, use or for any purpose, and 

includes everything import. 

The Meaning of "Goods" in the system of VAT is widely explanation so the 

problem for consideration about the meaning of the word "Goods" should 

consider follow by the Value Added Tax law provided. 

The meaning of word "Sale" of goods according to Section 77 /1 (8) means 

transfer goods to someone else whether or not in any form of transferring or 

get paid. 

2.5.2 The Businesses that are not required to Pay VAT under 

the Tax Law 

The businesses that are not required to pay VAT are as follow: 

1. All business those are subject to specific business tax under Section 91/213
, 

except in the case under Section 91/4 of the Revenue Code. 

13 Section 91'2 Subject to Section 91/4, the following businesses carried on 
Thailand shall be subject to specific business tax under the provisions of this Chapter: 

(1) Banking under the law governing commercial banking or any other 
specific law; 
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2. The businesses that exempt from specific business tax under Section 911314 

of the Revenue Code. 

3. The business that are not in the characteristic of Sale of goods or provide 

of services only in the Kingdom of Thailand under Section 77 /215 of the 

Revenue Code. 

(2) Undertaking of finance business, securities business and credit fancier 
business; 

(3) Life insurance under the law governing life insurance; (R.C.A.A(no.33} 
B.E.2541 s.4) 

(4) Pawn broking under the law governing pawnshops; 
(5) Business with regular transactions similar to commercial banking, such as 

extending loans, furnishing guarantees, exchange of currencies, issuance, 
purchase or sale of negotiable instruments or transfer of money abroad by 
any means; 

(6) Sale of immovable properties in a commercial manner or for profits, 
irrespective of the manner in which a property is acquires, only if 
following the rule procedures and conditions prescribed by a Royal 
Decree; 

(7) Sale of securities under the law governing securities exchange of Thailand 
in a stock exchange; 

(8) Any other business specified by a Royal Decree. 

14 Section 91/3 The following businesses shall be exempt from specific 
business tax: 

(1) Business of Bank of Thailand, the Government Savings Bank, the Bank 
for Housing Welfure, the Bank for Agriculture and Agricultural Co­
operatives; 

(2) Business of the Industrial Financial Corporation of Thailand; 
(3) Business of a saving co- operative, only in respect of loans extended to its 

members or to another savings co-operative; 
(4) Business of a provident fund under the law governing provident funds; 
(5) Business of the National Housing Authority, only in respect of sale of an 

immovable property or letting it out on hire-purchase; 
(6) Business of pawn broking of a ministry, sub-ministry, department or a 

local government authority; 
(7) Any other business under Section91/2 as specified by a Royal Decree. 

15 Section 77/2 Value added tax under the provisions of this Chapter shall be 
charged on the following transactions that are performed in Thailand: 

(I) Sale of goods or provision of a service by a supplier. 
(2) Import of goods by an importer. 
Provision of a service in Thailand means performing services in Thailand 

regardless of whether the use of such service is made in a foreign country or in 
Thailand. 



13 

4. The activities, which are not in the characteristic of Sale of goods or 

provide of services, in case of the business operators , who gave benefit from 

sale of goods and provide of services ,according to the Revenue Code, are no 

in the scope for paying VAT. (Except under Section 77/l (8) (g) 16and Section 

77/l (10) (a) (b) and (c) 17ofthe Revenue Code) 

2.5.3 Persons Liable to pay Tax 

Persons liable to pay tax can be divided as follows: 

1. a supplier 

2. an importer 

3. a person that the law provided responsibility for paying VAT. 

2.5.4 Suppliers 

I. Supplier means a person who sells goods or provides a commercial or 

professional service, whether in doing so he receives any benefit or 

consideration, and whether or not he is recorded for value added tax 

registration. (Under Section 77/1 (5)) 

c(f If. ~ S I N C F 1 9 6 9 at 

A service which is performed in a foreign country and is made use of in 
Thailand shall be treated as provided in Thailand. 

16 Section 77/1 (8) "Sale" means disposition, distribution or transfer of goods 
whether or not for a benefit or consideration and shall include-

(g) Any other event as prescribed by a Ministerial Regulation. 

17 Section 77/1 (IO) "Service" means any activity performed with a view to 
benefits of value other than sale of goods, and includes making use of the supplier's 
own service by any means, but not including-

( a) Making use of services of goods directly for his own business following 
the rules, procedures and conditions prescribed by the Director-General; 

(b) Utilization of money for seeking benefits by way of depositing with banks 
or purchasing bonds or securities; 

(c) Any activities designated by the Director-General with the approval of the 
Minister. 
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From the above mentioned definition, "supplier", can be divided as 

follows: 

(1) "Person" means a natural person, a non-juristic body of 

persons, or a juristic person. (Section77/1 (1)) 

(2) "Natural person" includes an estate. (Section 7711 (2)) 

(3) "Non-juristic body of persons" means an ordinary 

(4) 

partnership, a non-juristic fand or foundation, and includes 

a non-juristic work or business unit operated by two or 

more natural persons. (Section 7711 (3)) 

"Juristic person" means a juristic company or partnership 

under Section 39, a governmental organization under 

Section 2, a co-operative and any other entity designated by 

law as a juristic person. (Section77/1(4)) 

2. Sale of goods for business or professional services regardless of any 

benefit or considerations is also considered. This point is not explained in the 

Revenue Code but is considered based on behaviors of the suppliers, 

regardless of actual sales of goods for business or professional services. Some 

cases are considered as sales of goods but are not in the scope of sale for 

business or profession. For example, Mr. A, who works as employee, sells his 

car to Mr. B; this sale is not in the scope of sale for business or profession. 

Therefore, Mr. A is not a supplier. 

3. Becoming a supplier 

Anyone can be considered as a supplier if he is in the scope of 1 and 2, as 

mentioned above, whether he has registered for VAT or not. When he 

becomes a supplier and wants to have rights as VAT register, he must register 

himself as VAT register with the Revenue Department. Status of suppliers 

registered for VAT completely with the Revenue Department will be changed 
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to VAT register suppliers. These suppliers have rights and duties as prescribed 

by VAT laws. 

2.6 Valued Added Tax on Sale of Secondhand Cars in Thailand 

As mentioned in clause 2.5, sales of secondhand cars in the Kingdom of Thailand 

only by supplier are subject to VAT under Section 77 /2( l ). 

Sales of secondhand cars mentioned in this research are within the scope of the 

definition for the word "sale", according to Section 7711 (8). Therefore, this sale of 

secondhand car is subject to VAT. 

Section 77 /1 (9) defines "goods" for sale. This research will consider whether 

"Secondhand goods" is within the scope of such definition or not. Definition of 

"goods" in the Revenue Code covers all kind of goods but the Code does not contain 

any specific definition of the word "secondhand car". 

Moreover, secondhand car business is not specific business or other kinds of 

businesses that are not within the scope for paying VAT. Thus, sale of secondhand car 

is in the VAT system. 
SINCF1969 

"Supplier'', according to Section 77/1 (5) of the Revenue Code, means a person who 

sells goods or provides a commercial or professional service, whether in doing do he 

receives any benefit or consideration, and whether or not he is recorded for vale added 

tax registration. Therefore, business operators of secondhand car businesses are the 

suppliers liable to tax under Section 82 of the Revenue Code and must submit VAT to 

the Revenue Department as well. 



Chapter3 

General Study about the VAT on Sale of Secondhand Cars in 

the United Kingdom and Singapore 

3.1 The Structure of United Kingdom VAT 

The Value Added Tax (VAT) was introduced in the United Kingdom in 1973 and 

now raises around one fifth of all government tax revenue19
• The major force behind 

the introduction of a VAT in the United Kingdom was the growing support in the late 

1960s for the United Kingdom to join the European Community (EC). The push 

towards the introduction of a VAT in the United Kingdom gained momentum with the 

election of a Conservative government in June 1970.Not only did its manifesto 

support joining the EC, it suggested that replacing the Purchase Tax and the Selective 

Employment Tax (SET) with a VAT should be closely examined. At that time, the 

Purchase Tax was a whole sale stage tax on the sales of goods between a registered 

trader and an unregistered customer, and was levied at multiple rates and on a narrow 

base which excluded many goods and all services. 

In contrast, the SET was a per capita tax on all employees, being collected as a flat 

rate surcharge on social security contributions which were, at that time, levied on a 

similar basis. The SET paid by employers was then refunded to selected employers, 

including local authorities and those engaged in manufacturing and farming. No 

refunds were available to distribution or retailing (unless the business qualified as a 

manufacturer) or to the service sector. The purpose of the SET was to divert labor 

from service industries (which did not export) to manufacturing and farming (which 

did export), not as a means to indirectly tax services (which were exempt under the 

Purchase Tax).The demise of the Purchase Tax and SET was assured when the 

Conservative government released a report in March 1971 which concluded in favour 

of these taxes being replaced by a VAT. The VAT has now been in force in the UK 

19 Neil Warren, The UK Experience with VAT, in http://epublications.bond. 

edu.au/cgi/viewcontent.cgi?srticle=l035&content=rli, access date July 10, 2007. 
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for nearly two decades. Most of the important changes made to the base and rates of 

the VAT occurred in the first decade. This was partly due to the fine-tuning of the tax, 

but mostly due to political considerations. 

Upon the formation of the Common Market in Europe (know the European Union) it 

was decided that one requirement of joining was the imposition ofa form ofVAT. In 

1972 the Conservative government passed legislation to bring VAT into effect from 1 

April 1973. In 1973, the UK joined the European Union20 and replaced the existing 

Sales Tax with VAT. 

\\JERS/ 
In principle VAT is a tax on goods and services consumed in the home market; the tax 

is complicated because it is collected at every stage of production and distribution. 

Value added is the contribution of a particular firm to the value of the product. It can 

be calculated either directly by taking the value of a firm's wage and salaries bill plus 

profits, or indirectly by subtracting the costs of materials and services (such as 

electricity and transport) that the firm has bought in from the value of the products it 

sells. Value added can be obtained by an accounting or an invoicing method. Under 

the "invoice system" of VAT, which applies in the United Kingdom and throughout 

the EEC, value added is never actually calculated, but only the tax due from the 

taxpaying business to its suppliers and to it from its customers. A business charges 

VAT on the output it sells, pays tax on the materials and services it buys, and hands 

over to the revenue authoritie the difference between output tax on the materials and 

services it buys, and hands over to the revenue authorities the difference between 

output tax and input tax in each accounting period. VAT is charges on imports when 

they enter a country.21 

20 The European Union currently has 27 member states: Austria, Belgium, 
Bulgaria, Cyprus, the Czech Republic, Denmark, Estonia, Finland, France, Germany, 
Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, the 
Netherlands, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden, and the 
United Kingdom 

21 C. T. Sandford., M.R. Godwin., P.J.W. Hardwich., M.I. Butterworth, Costs 
and Benefits of VAT (London : Heinemann Educational Books Publishers, 2000), p.5. 
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3.2 The Method for Taxed VAT on Secondhand Car in United Kingdom 

3.2.1 Special Schemes for the Sale of Secondhand Goods22• 

Secondhand Goods 

There is no overall exemption from VAT for goods merely because they are 

being sold secondhand or in a used condition. Neither is a person exempt from 

VAT registration because he deals in secondhand goods. Thus all sales of used 

goods, equipment and machinery are subject to VAT at the normal rate. A 

person opening up a secondhand shop will have to register for VAT of his 

total turnover exceeds, or is expected to exceed, the current limit for VAT 

registration. There are some ways of reducing total liability for VAT which 

are discussed at the end of this chapter. 

However, certain used goods may be sold under special schemes devised by 

Customs and Excise which provide for VAT to be calculated on a reduced 

value. To be able to use these schemes, the suppliers must be prepared to keep 

the very detailed records which are required by Custom and Excise. The goods 

which can be sold under these schemes are: 

1. Used motor cars (not vans or commercial vehicles)23 

2. Antiques, secondhand works of art and scientific collections. 

3. Secondhand caravans and motor cycles. 

4. Secondhand boats and outboard motors. 

5. Used aircraft. 

6. Secondhand electric organs. 

7. Used firearms supplied by licensed dealers. 

22 John Brooks., Andrew Copp, How to Live with VAT (Berkshire: McGraw­
Hill Book Company Publishers, 1989), p. 65. 

23 Vehicles not eligible for the secondhand car schemes are: London taxis, 
Land-Rovers (van types and 12-seat types), ambulances lorries, buses. Three-wheeled 
cars can be sold under this scheme. 
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8. Ponies and horses. 

For all these goods VAT is calculated as a part of the margin of sale price for 

each item, that is, the difference between the price that the suppliers paid for 

the item when they bought it and the price they sold it for. VAT is taken to be 

included in the margin of sale and is calculated as a fraction of it in the same 

way that retailers calculate VAT included in their takings. The formula is24
: 

tax rate 
x Margin of sale. 

This fraction is currently 
I 00 + tax rate 

17.5 17.5 
---= = 

7 

47 loo+l7.5 117.5 

To calculate the VAT on an item which cost £300 and was sold for £369 proceeds 

follow: -

Selling Margin £369 - £300 = £69 ~ 

VAT include in the margin 7 
x £69 = £ 10.28 

47 

* * If the suppliers consider about registration for VAT, they have to remember that the 

gross value of their sales which is counted as turnover, not merely the total margins of 

their sales. 

3.2.2 Requirements of the Schemes25 

In order to sell goods under the secondhand schemes, certain specific 

conditions are laid down. 

24 Ibid. 
25 Ibid., p. 66. 
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1. The item must have been purchased from a person not registered for VAT, 

or from a registered person who sold the item to suppliers through the 

secondhand scheme. 

2. The item must not have been sold to suppliers on a tax invoice showing 

VAT separately (this follows from 1 ). 

3. The suppliers must not claim any input tax deduction on the purchase of 

the item. 

4. When suppliers sell the item they must not issue an ordinary tax invoice 

for the sale but the special kind of invoice described below. 

The Suppliers may often find themselves purchasing items of stock from 

people who are either not registered for VAT, or selling items privately. The 

suppliers will not be able to obtain an adequate purchase invoice for such 

transaction. In such cases they must prepare their own purchase invoice. This 

must show: 

1) Identifying number of the invoice; /. 

2) Seller's name and address; 

3) Date of transaction; .,. 
4) Supplier's name and address as the buyer; 

5) Description of-the item(s) and any identifying numbers (such as 

registration numbers in the case of cars); 

6) Gross price paid for the item(s). 

The seller must sign and date the invoice to certify that the details regarding 

his name and address are correct. 

When suppliers sell a secondhand car under the scheme they must issue a sales 

invoice with the same information as given in 1) to 6). Except in this instance 

they are the seller at 2) and their customer is the purchaser at 4). 
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The suppliers must also make sure they certify the invoice with the following 

words "input tax has not been and will not be claimed by me in respect of the 

goods sold on this invoice". The suppliers must sign and date the certificate. 

Under each scheme a stock book must be maintained recording the purchase 

and sale of each item of stock. Each item of stock must be entered in the stock 

book on the date of purchase and it must be given a stock number. 

The stock record can be regarded as being split into three areas of information. 

1) Details of purchase, seller and identification of goods bought. 

2) Details of sale and buyer of the goods. 

3) Accounts, stating purchase price, sale price, sales margin and 

tax due to Customs and Excise. 

LABO NCIT 



Table 1 Example of stock book for second-hand cars 

(A) EXAMPLE OF STOCK BOOK FOR SECOND-HAND CARS 

PURCHASED 

Tnvoic 
Make 

Stock No. Date eNo. 
From Reg. No. Model, 

Year 
M. Jones Ford 

HJ 1112 1.3.83 P.887 10 new St. AAA666 S Cortina 
Anywhere. 1978 

., --

-

SOLD 

Invoice 
Date No. t To: 

A. Smith, 
1.4.83 S. 10001 99 Old St., 

Anvtown 

• -r .. 

END OF VAT QUARTER TOTALS 

(B) ROUGHT FORWARD UNSOLD FROM PREVIOUS VAT SOLD QUARTER 

Invoice 
Make Invoice 

Stock No. Date From Reg. No. Model, Date To: -
No. Year 

No. 

IU779 \,V ~~ 
HJ 884 

. ., 

HJ996 
-

(A) = Typical stock book entry for purchase and sale details of a used car. 

(B) = Sununaryofunsold stock brought forward from previous VAT quarter accounts 

ACCOlNTS 

PURCHASE SELLIN 
PRICE GPRICE 

£1,670 £1,900 

. 
PURCHASE SELLIN 

PRICE GPRICE 

£900 

£1,050 

£1,300 

MARGIN 
FOR VAT£ 

£230.00 

MARGIN 
FOR VAT£ 

N 
N 



Table 2 Example of Used Car Sale or Purchase lnvoice26 

HORNEST JOHN'S MOTOR COMPANY. 
111, Fore Street, Anytown. 
(proprietor: H. John, ESQ.) 

SELLER 

SIGNED: 
DATE: 

VEHICLE 
Make 
Registration 
Colour 

SALE PRICE 

Less Discount 

H.J. Motors, 
111, Fore Street, 
Anytown. 

1-4-07 

Ford 
AAA666S 

Stock Book Selling Value 

Deduct: 

Part Exchange on Vehicle No ......... . 

Deposit paid. 

Add: 

Road Tax 

Insurance 
BO 

Balance owing 

Cash paid/cheque/H.P. 

USED CAR SALFJ 
PURCHASE INVOICE 
NUMBER: S. 10001 
Date: 1-4-07 

BUYER: 

SUGNED: 

A. Smite, 
99 Old Street, 
Anytown. 

DATE: 1-4-07 

Model Cortina 1600 L. 
Year 1979 

£ £ 
1,900 

"Input tax has not been and will not be claimed by me in respect of the car sold on this 
invoice." 

SIGNED H. John DATE 1.4.2007 

26 Ibid., p. 68. 

23 
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An example of a stock book applicable to used cars is given on the previous page. For 

cars, motor cycles, boats, aircraft, etc., registration numbers, engine numbers and 

similar information must be recorded. For items such as antiques, works of art and 

scientific collections, a description sufficient to identify the goods will be all that is 

needed. 

For accounting purposes it is recommended to rule of suppliers stock book at the end 

of each VAT period, then add up the sales margins for all items of stock sold in that 
7 

quarter. Multiply the total by 47 to arrive at VAT owed to Customs and Excise for 

stock sold in the period. Enter this output tax in box 1 of suppliers' VAT return. 

Make a brief summary of all stock remaining unsold, e.g. by reference to stock 

number and purchase price only. Carry this summary forward to the records for the 

next VAT period and begin again. 

In this way suppliers need never look at a record for more than one VAT period to see 

what stock remains unsold. f!RI /. 

When suppliers are entering values of secondhand goods on their VAT return, always 

enter the full value of the goods (excluding any VAT) for both sales and purchases. 

Do not enter just the value of the margin for the tax purposes. 

3.2.3 How to Reduce VAT burden on Secondhand Dealers 

If the suppliers sell secondhand goods which are not covered by any of the 

special schemes, then normally they would have to account for VAT on the 

full price of anything they sell, where they turnover exceeds £64,000 per 

annum. If suppliers buy their stock from the general public then they have no 

input tax to offset against the output tax they owe Customs and Excise. This 

puts them at a disadvantage compared with other traded-people. 
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There is, however, one way in which they can reduce their liability to pay 

VAT instead of buying goods outright from people, suppliers can act as an 

agent in the sale of their own goods. The suppliers will then have to account 

for VAT only on the commission they make. For example:27 

In a normal transaction: 

Supplier buy goods from A: Price £20. 

Supplier sells those goods to B: Price £30. 

Supplier pay VAT ( _J_ x £30) = £4.4 7 
47 y 

As an agent: 0 A' 
Supplier accept goods from A: Retail value £30 

Supplier agrees with A to sell goods for £30 and take commission of £10 

(equivalent to the profit in the above transaction). 

Supplier sells goods to B £30 

Supplier pays A £20 

Supplier take commission £IO 
7 

Supplier pay VAT on commission only of ( 
47 

x £10) = £1.49 

The suppliers will have to keep a record of the items they are selling in this 

fashion, who they are selling them for, and how much commission they are 

making on each transaction. The suppliers would need this to keep their own 

record straight and to produce the record for inspection by any VAT inspector 

who might call to examine their accounts. 

Naturally most people bringing in goods to a secondhand dealer expect to 

receive cash straight away. There is no reason why they should not and yet 

still agree for the suppliers to act as their agent. The suppliers would be able to 

loan any customer a sum of money up to the retail value of the goods, less 

their commission. When the goods are sold this automatically cancels the loan. 

27 Ibid., p. 69. 



T.tt_t ASSUMPTION UNIVERSITY LmRAB· 

26 

Selling goods this way not only reduces the amount of VAT that the suppliers 

have to pay. It also reduces the suppliers' turnover for VAT purposes. Say, for 

example28
, the gross value of the goods they sell in any year is £70,000. If 

suppliers trade in the normal way, buying goods from people and selling those 

goods, they would have to register for VAT and pay output tax of £10,425.53 

(£70,000 x _1_ ). If, however, suppliers act as an agent and, say, they work on 
47 l 

a rate of commission of -3- selling price, then they turnover for VAT 

purposes would only be £23,333.33 (£70,000 x _1_ ). The suppliers would, 
3 

therefore, not have to register for VAT for the first instance. 

It must be borne in mind that the ownership of goods sold in this way would 

never pass to the shopkeeper or dealer acting as an agent. The person who 

brought in the goods would have a legal right to reclaim them at any time up 

to the time when they are sold. 

3.2.4 The Law Covers with the "Margin Scheme" 

1. Article 26a 29 of the EC Sixth VAT Directive, which details the special 

arrangements applicable to secondhand goods, works of art, antiques and 

collectors' items. 
~ SINCF1969 at 

2. Section 50A30 of the VAT Act 1994, which allows the Treasury to make 

Order to introduce secondhand schemes. 

28 Ibid., p. 70. 
29 Appendix C. 
30 Appendix D. 



27 

3.3 The Method for Taxed Secondhand Cars in Singapore. 

Singapore's Goods and Services Tax (OST) is a broad-based consumption tax levied 

on import of goods, as well as nearly all supplies of goods and services. The only 

exemptions are for the sales and leases of residential properties and most financial 

services. Export of goods and international services are zero-rated. 

"Goods and Services Tax"31 or GSTwas introduces in Singapore on April 1, 1994 at 

3%, but late increase to 4% on 1 January 2003 and 5% on 1 January 2004. It is raised 

again to 7% on 1 July 2007. 

The OST was introduced as part of a large tax restructuring exercise to enable 

Singapore to shift its reliance from direct taxes to indirect taxes. The OST also 

enables the country to sustain a lower income tax rate. 

The government argues that with an ageing population, Singapore's income tax base 

is expected to decline. With a broad-based OST, the taxation burden will be more 

evenly spread among the population. Thus, the OST was introduced as part of a larger 

exercise to put in place a tax structure to see the country into the future. 

A value-added tax, like the GST, also has several features that make it attractive. 

Being a tax on consumption, and not on income, the tax system inherently encourages 

savings and investments instead of consumption. The tax also has a self-policing 

mechanism that discourages evasion, unlike in a retail sales tax system or an income 

tax system where it would be relatively easier to evade. 

31 Wikipedia, Goods and Services Tax Singapore, in http://en.wikipedia.org/ 

Wiki/Goods and Services Tax Singapore, access date June 18, 2007. 
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3.3.1 The Method for Taxed VAT on Secondhand Car in Singapore 

1. Introduction 

As a secondhand car dealer, the suppliers have the option of two schemes that 

are Gross Margin Scheme and Discounted Sale Price Scheme32 for their 

secondhand car transactions and their calculation of output tax. 

For OST purposes, delivery mileage or the registration for road use does not 

tum a new car into a secondhand car. Cars are 'unused' until either: 

1) they have been driven on the road following a retail sale; or 

2) they have been appropriated by the dealer for his business. 

2. SCHEME 1: Gross Margin Scheme 

This scheme is made available to secondhand car dealers to prevent the double 

taxation that would occur when certain cars pass through the retail stage more 

than once where the tax on previous sales cannot be recovered . 

.J11L-t:IYOYol ~GI 

Features of this scheme: 1at19t\'a\I 

1) Prior approval by the Comptroller of OST must be sought by the 

suppliers to operate the Gross Margin Scheme. Once granted, suppliers 

still have the option to use either this scheme or the Discounted Sale 

Price. However, in order to use the gross margin scheme for any sale, 

either one of the following conditions must be satisfied: 

32 The current discount rate used under the Discounted Sale Price Scheme is 
50%. This rate is subject to review by IRAS. 
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(1) the car was previously purchased from an individual or a 

non-GST registered dealer (i.e. no GST was incurred on 

the purchase); or 

(2) the car was previously bought from a GST registered car 

dealer who used this scheme (i.e. no tax invoice was 

issued by the car dealer to suppliers and hence no input 

tax was claimed by the suppliers also). 

2) GST is chargeable on the margin between the selling price which is 

treated as inclusive of GST and purchase price. Please see page 30 for 

the example. 

3) No tax invoice is to be issued under this scheme. The normal 

invoices will suffice with some minor modifications which are detailed 

in page 32 "Selling a Car'' 1 ). It is important to note that the GST 

chargeable is not to be shown on it. 

3. SCHEME 2: Discounted Sale Price Scheme 

* This scheme is to be used in the sale of a secondhand vehicle which does not 

qualify under the Gross Margin Scheme. 

Features of this scheme: 

1) OST is charged on 50% of the value of the car 

2) Tax invoice may be issued upon request from suppliers' customer 

to enable him to claim it as input tax if he is OST registered. Please 

refer to page 32 "Selling a Car" 2) for the specifications. 

3) It is used when 
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(I) input tax was previously claimed by the dealer (i.e. Gross 

Margin Scheme is no longer applicable); or 

(2) dealer's customers are registered for OST. 

4. Comparisons between the Gross Margin Scheme and the Discounted 

Sale Price Scheme (50%) 

Table 3 Calculation of Output Tax and Value of Standard-Rated Supply 

Gross Margin Scheme Discounted Sale Price Scheme 

Selling Price 
$50,000.00 (inclusive 

$50,000.00 + OST 
ofos n 

Value of the car $50,000.00 - OST $50,000.00 ..YA 
Cost Price $45,000.00 $45,000.00 ~'\> 

Gross Margin 
$(50,000 - 45,000) 

N.A. A 
= $5,000.00 
7/107 x $5000 

7% x 50% x $50,000 

~ =$327.10 
OST 

(not to be shown on 
= $1750 
(to be shown on tax invoice) 

'J invoice) 
Value of selling price less GST 

value of the car 
standard rated = $(50,000- 327.10) 

=$50,000.00 
Supply = $49,761.90 k 
Output tax ~ $327.10 $1750 

$0.00 (no input tax 
· .. claimable 7% x 50% x $45,000 

Input tax 
as no tax invoice was = $1575 (based on the tax invoice 
issued issued by the seller 
by the seller to a to supplier) 
supplier) 

Net OST $327.10 $175 

5. Record Keeping For Both Schemes 

1) Purchase and sales/tax invoices for sales made under both the 

Gross Margin Scheme and the Discounted Sale Price Scheme. Please 

refer to page 32 "Buying a Car from an Individual" and "Selling a Car" 

for greater details. 
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2) Stock book or similar records with separate headings for each of 

the following: 

~ 
Q.. 
~ 
::» 
(/) 

~ 

Purchase details 

• stock number in numerical sequence 

• date of purchase 

• purchase invoice number 

• name of seller 

•vehicle registration number, vehicle's engine and 

chassis numbers 

ll"y • model and make 

Sales details 
()~ 

• date of sale ~ • sales invoice number 

• name of purchaser 
~ -r-
l:=a 

Accounting details 6 I I.. 

~ • purchase price 

• selling price NCIT 

• method of disposal (gross margin or discounted 

sale price method) 

• margin in sale (if applicable) 

•tax rate on the date of the sale 

• GSTdue 

The suppliers can include any other items in their stock book for their 

own accounting purposes, but the details listed above must always be 

shown and their stock book must be kept up-to-date. The suppliers 

must keep their records for at least 7 years. 



6. Buying a Car from an Individual 

When the suppliers buy a car from an individual, 

1) The suppliers must make out a purchase invoice showing: 

(1) seller's name and address 

(2) supplier's name and address 

(3) stock book number (in numerical order) and day book 

number 

(4) invoice number 

(5) date of transaction 

(6) particulars of car such as registration number, 

make/model, vehicle's engines and chassis numbers 

(7) total price 

32 

2) The seller must sign and date the invoice, certifying that he is the 

seller of the car at the stated price. 

3) The suppliers are to enter the purchase details of the car in their 

stock book under the headings shown, including the purchase price. 

The purchase price is the price on the invoice which has been agreed 

between supplier and the seller. It is not to be altered. 

7. Selling a Car 

When the suppliers sell a car, 

1) The sales invoice issued under the Gross Margin Scheme must 

show the following: 

(1) supplier's name and address and GST registration number 

(2) buyer's name and address 

(3) stock and day book number 
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(4) invoice number 

(5) date of issue of invoice 

(6) particulars of car such as registration number, 

make/model, vehicle's engines and chassis numbers 

(7) total price 

(8) supplier's signature and date on the invoice certifying on 

it that "input tax deduction has not been and will not be 

claimed by me in respect of the vehicle sold on this 

invoice". 

I 
2) The tax invoice issued under the Discounted Sale Price Scheme 

must show the following: 

Q.. (1) the words ''tax invoice" in a prominent place 

~ (2) an identifying number 

::» (3) date of issue of the invoice r-
t/) (4) supplier's name, address and registration number 

~ (5) buyer's name and address 

(6) stock and day book number 

(7) particulars of car (registration number, make/model, 

vehicle's engine and chassis numbers) 

(8) type of supply (e.g. hire purchase) 

(9) any cash discount offered 

(10) amount payable, excluding GST 

(11) rateofGST 

(12) total tax chargeable as a separate amount 

(13) total amount payable including the total tax payable 

3) The customer must sign and date the invoice, stating that he is the 

buyer of the car at the price shown. 
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4) The sales details and selling price of the vehicle must be entered 

into the stock book under the appropriate headings. 

5) A copy of the sales/tax invoice is to be maintained. 

8. Hire Purchase Transaction 

This is a financing scheme which allows the buyer of a car to obtain financial 

assistance in the form of a loan from a finance company. The loan will form a 

substantial portion of the purchase price while the rest will usually be paid off 

by the buyer of the car. Generally, the buyer will place a deposit upon 

choosing a vehicle. At the point of sale, a secondhand car dealer would know 

which method to be used to calculate the GST chargeable. 

I) Gross Margin Scheme 
~ -r-

Assuming that suppliers had purchased a car from an individual, in this 

case, the Gross Margin Scheme can be applied since no GST was 

charged previously by the individual. 

* A deposit of $10,000 is placed by supplier's customer for the purchase 

of this secondhand car. The supplier will issue a receipt for the deposit 

to him. 

The amount of GST to be accounted to IRAS depends on whether the 

deposit placed by supplier's customer is greater than the gross margin 

of the sale or not. 

The following table shows the amount of output tax to be accounted 

for under each scenario: 
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Table 4 The Amount of Output Tax to be accounted under Gross Margin 

Scheme 

Scenario 1 
Scenario 2 

Deposit> Gross 
Deposit< Gross Margin 

Margin 

$50,000.00 

Selling Price (inclusive of $50,000.00 (inclusive of GS1) 

GS1) 

Cost Price to 

dealer 
$45,000.00 $35,000.00 

Gross Margin 
$(50,000 - 45,000) $(50,000 - 35,000) 

= $5,000.00 = $15,000 

7/107 x $5000 7/107 x $15,000 
GST 

~ t. = $327.10 = $981.31 
''"' -

Deposit ~ $10,000 $10,000 P" -
GST on deposit 

7/107 x $10,000 7/107 x $10,000 r-
= $654.21 = $654.21 

$981.31 = $654.21+ $327.10 

$327.10 • $654.21 will be accounted 

since GST charged first, out of the $10,000 deposit received from 

Output tax to be on the supplier's customer. 

accounted whole transaction is •The remaining $327.10 will 

limited be accounted subsequently, out 

to $327.10 only. of the $40,000 received from 

the finance company. 

Under scenario 1, where the deposit is greater than the gross margin, the output tax to 

be accounted is $327.10 instead of $654.21. This is because the amount of GST 

charged on the whole transaction is limited to $327.10 only. 

Under scenario 2, the amount of output tax is $981.31. Out of this amount, $654.21 

will be accounted first, based on the $10,000 deposit placed by your customer. The 

remaining $327.10 will be accounted based on the $40,000 received from the finance 
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company. For both scenarios, a normal invoice (i.e. not a tax invoice) is to be issued 

to the finance company. 

2) Discounted Sale Price Scheme 

Two scenarios may arise when using the discounted sale price scheme. They 

are as follows: 

Scenario I 

Hirer pays deposit and GST on the deposit. The balance of the purchase price 

(including GST on the balance) is to be financed by a finance company. 

(Page39 and 40) 

Scenario 2 

Hirer pays deposit and the GST on the full purchase price. The balance of the 

purchase price (excluding osn is to be financed by a finance company. In 

such situation where the GST component is not financed by the finance 

company, the GST collected upfront on the financed amount is considered to 

be paid by the customer on behalf of the finance company. The suppliers 

should indicate on their tax invoice that GST due from the finance company 

has been collected upfront from the customer. (Page 41 and 42) 

Example 

The following values are used in the tables below to show how the tax 

invoices should be issued by the supplier and the finance company: 

Example (continued) 

Deposit placed by hirer (20%) 

Financed Amount (80%) 

Selling price of the vehicle 

Value 

$10,000 

$40,000 

$50,000 

GST @ 7%X50% 

$350 

$1,400 

$1,750 
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Table S Issuing the Tax Invoices by the Supplier and the Finance Company 

under Discounted Sale Price Scheme 

Supplier 

Value of Supply 
$51,750 

inclusive of GST 

Deposit 
Tax Invoice Issued 
Deposit 
$10,000 
GST <® 1% x 50%) 
350 
$10,350 

Tax Invoice Issued 
Selling Price 
$50,000 
GST (@1°!oX 50%) 
1.750 
Total 

$51,750 t/)tfl 
Less: 
Deposit 
10,000 

GST c@1% x 50%) * 
350 
Balance 
$41.400 

Finance Company 

Financed Amount 
S41,400 

~\"ERS 

Tax Invoice Received 
From Supplier 
Selling Price 
$50,000 
GST <® 7"1o x 50"Ai) 

1.750 
Total 
$51,750 
Less: 
Deposit 
10,000 
GST <® 1% x 50%) 
350 
Balance 
$41,400 

,._, .... 196< 

Balance comprises 
taxable supply of $40,000 
and GST of$1,400 due 
from finance company. 

Finance company entitled 
to input tax of$1,400. 

Tax Invoice Issued to 
Hirer 
Financed Amount 
$40,000 
GST <® 1% x 50%) 
I,400 

1 400 

Hirer 

Deposit paid 
$10,350 

Tax Invoice Received 
Deposit $10,000 
GSTc@7%X50%) 350 

$10.350 

Tax Invoice Received 
From Finance 
Company 
Financed 
$40,000 
GST c@1% 50%) 
Total 

IT 

amount 

1,400 
$41,400 
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For a sample of how the tax invoices should look like under each scenario, please 

refer to Page 39 to 42: 

Scenario 1 

• Page 39 shows a sample tax invoice issued by the supplier to the finance 

company. 

• Page 40 shows a sample tax invoice issued by the finance company to the 

customer. 

Scenario 2 \\JERS/ 
• Page 41 shows a sample tax invoice issued by the supplier to the finance 

company. 

• Page 42 shows a sample tax invoice issued by the finance company to the 

customer. 

3.3.2 The Law Covers with "Gross Margin Scheme" and "Discounted 

Sale Price Scheme" 

1. Gross Margin Scheme is related with Section 2333 of the OST Act 

of Singapore. 
SINCE1969 

2. Discounted Sale Price Scheme is related with the Third Schedule 

Paragraph 1434 of the OST Act of Singapore. 

33 Appendix E. 
34 Appendix F. 



(SAMPLE INVOICE) 

ABC Automobile Company Pte Ltd 

Tax Invoice 

GST Reg. No.: M2-1234567-8 

Stock No. : 08T/C 

Day Book No.: 002 

Invoice no. : YR010104 

Date : 01/01/07 

XYZ Finance Company Pte Ltd 

999 Newton Street 

Singapore 200000 

Type of Supply : Hire Purchase 

No. Description 

1. Car Reg. No. : 128984 

Make/Model : Toyota/Corolla 

Amount(S$) 

NCIT 

Vehicle engine/chassis no.: 1039586N/498201A 

Add : GST @ 7% X 50% X $50,000 

$50,000.00 

$1,750.00 

$51,750.00 

$10,000.00 

$ 350.00 

*$41,400.00 

Gross Amount Due 

Less : Deposit Paid by Customer 

GST@7% X 50% X $10,000 

Net Amount Due From You 

*Taxable Value= 

GST at 7% X 50% X $40,000 = 

Authorized Signatory 

$40,000.00 

$ l,400.00 

$41,400.00 
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(SAMPLE INVOICE) 

XYZ Finance Company Pte Ltd 

Tax Invoice 

GST Reg. No.: M2-9876543-2 

Invoice no.: P0010104 

DEF Car Buyer Company Pte Ltd 

900 Wheelock Avenue 

Singapore 200001 

Type of Supply : Hire Purchase 

No. Description R 

1. Car Reg. No. : 128984 

Date : 01/02/07 

Make/Model: Toyota/Corolla 

Vehicle engine/chassis no. : 1039586N/498201A 

Less : Deposit Paid by You 

Gross Financed Amount 

Add : GST @ 7% X 500/o X $40,000 

Net Amount Due From You 

Authorized Signatory 

Amount(S$) 

* 
$50,000.00 

~10~000.00 

$40,000.00 

$ 1,400.00 

$41,400.00 
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(SAMPLE INVOICE) 

ABC Automobile Company Pte Ltd 

Tax Invoice 

GST Reg. no.: M2-1234567-8 

StockNo.: 04T/C 

Day Book No.: 002 

Invoice no.: YR010104 

Date: 01/0 l /07 

XYZ Finance Company Pte Ltd 

999 Newton Street 

Singapore 200000 

Type of Supply : Hire Purchase 

No. Description RO 

1. Car Reg. No. : 128984 

Make/Model: Toyota/Corolla 
NCIT 

Vehicle engine/chassis no.: 1039586N/498201A 

Add: GST @ 7% X 50% X $50,000 

Gross Amount Due 

Less: Deposit Paid by Customer 

GST@ 7% X 50% X $10,000 

Gross Amount Due From You 

Less: GST 7% (Paid Upfront By the Customer) 

Amount Due 

*Taxable Value 

GST at 7% X 50% X $40,000 

Authorized Signatory 

= $40,000.00 

= $1,400.00 

$41.400.00 

Amount(S$) 

$50,000.00 

$1.750.00 

$51 ,750.00 

$10,000.00 

$350.00 

*$41,400.00 

$1,400.00 

$40,000.00 
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(SAMPLE INVOICE) 

XYZ Finance Company Pte Ltd 

~\ 
DEF Car Buyer Company Pte Ltd 

900 Wheelock A venue 

Singapore 20000 I 

Type of Supply: Hire Purchase 

No. Description 

I 

1. Car Reg. No.: 128984 

Tax Invoice 

GST Reg. no.: M2-9876543-2 

Invoice no.: P0010104 

Date: 01/02/07 

Amount(S$) 

NCIT 

* Make/Model: Toyota/Corolla 

Vehicle engine/chassis no.: 1039586N/498201A $50,000.00 

Less: Deposit Paid by You $10,000.00 

Gross Financed Amount $40,000.00 

Add: GST@ 7% X 50% X $40,000 $ 1,400.00 

Gross Amount Due From You $41,400.00 

Less: GST Paid Upfront by You $ 1,400.00 

Net Amount Due From You $40,000.00 

Authorized Signatory 
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Chapter4 

Analysis of the Problems of VAT on Sale of 

Secondhand Cars in Thailand 

4.1 The System of Value Added Tax Avoidance on Sale of Secondhand Cars 

In general, The Revenue Department authorized by the Revenue Code, the method for 

accounting VAT on sale of goods is based on full price of the goods. For the sale of 

secondhand car businesses, the business operators or suppliers have to pay VAT to the 

Revenue Department and also have duty to issue tax invoice for customers as 

evidence for the sale. 

However, the sale of secondhand car business has the method for avoiding VAT, 

according to the legal loopholes such as the problem of the interpretation and the 

problem on matter of law that does not have the specific meaning to this kind of 

businesses, suppliers or business operators use these loopholes as useful for theirs 

businesses. Furthermore, account for VAT at the rate of 7% on the full price of the 

secondhand cars make the price too high because the price of the car that are bought 

and sold in the car market is approximately ten thousand to a million Baht up. When 

the price is too high it effects to the customer's decision for buying a car because the 

customer, especially the natural person, has to undertake the high VAT as a final 

consumer as well. 

So the best way for the business operators is to use the legal loopholes as useful by 

not issuing tax invoice as an evidence for sell and purchase secondhand cars to the 

customers. Therefore, sale of secondhand car businesses do not need to add Value 

Added Tax (7%) into the car price which means; they can sell cars at low prices and 

the customers can easily make buying decisions. 
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Example: 

Mr. A, the owner of "TOYOTA" car wants to sell his car to the market so he makes 

an agreement with the sale of secondhand car business, whose name is "B", to sell his 

car at 400,000 baht. "B" paid the total amount of the car price with cash to Mr. A and 

Mr. A, signed a blank endorsement for transferring his right and ownership of the car 

to the new owner and gave to "B". "B" set a price for selling at 500,000 baht and Mr. 

C likes this car and willing to pay for the price, "B" will give him blank endorsement 

that Mr. A signed before, for transferring his rights, to Mr. C. Mr. C just only signed 

his name on it for accepting the rights and became the new owner of the car. In this 

transaction the sale of secondhand car business, named "B", does not issue any tax 

invoice for using as an evidence but use the signature between Mr. A and Mr.Con 

blank endorsement and the registration at Department of Land Transport as evidence 

instead. 
~ -

However, there are no serious problems for the customers, who are willing to buy 

secondhand cars, for not derive tax invoice issuing from business operators or 

suppliers because they can buy cars in price without Value Added Tax at 7% and also 

the business operator does not need to pay VAT to the Revenue Department, since 

there were no evidence to prove that the selling or purchasing transaction happened. 

However, using the legal loopholes caused the government to lose huge amount of 

money that the government supposed to derive from this transaction (e.g. the cost of 

secondhand car is 400,000 baht per one car, VAT 7% is 28,000 baht, assumed that if 

there are 30,000 secondhand cars that sold in a year. Government will lose the total 

income of840,000,000 baht per year.) 

4.2 The Legal Problems in term of Collecting VAT on Sale of Secondhand Cars 

in Thailand 

Nowadays, Thailand does not have any prevention about the problem of tax 

avoidance for sale of secondhand car businesses. The method for collecting VAT is 
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based on the Revenue Code and a few related laws, when compared between Thai 

Law and other countries Laws such as the United Kingdom and Singapore, these 

countries have special schemes for taxed on secondhand cars (Secondhand vehicle). 

Due to lack of special schemes for taxed, the Revenue Department faced the big 

problem for closing the legal loopholes and Thailand lost huge amount of money from 

these tax avoidance. For many years, the suppliers or business operators always use 

these loopholes as useful for theirs own businesses. 

The major problem that can be analyzed from this research is the problem of matter of 

law. The content of law is not cover the method for accounting VAT, especially on 

sale of secondhand car business. Therefore using the general method for account VAT 

for sale of secondhand car is used as ordinary account for VAT for sale of goods, 

which the law provided in the Revenue Code. It means account for VAT on full price 

in every transaction for sale and purchasing secondhand cars. 

Moreover, the interpretation of the word "Goods" that provided in the Revenue Code 

is used to account for VAT on ordinary sale of goods include sale of secondhand car. 

In this sale of secondhand cars, the Revenue Code does not have any special schemes 

for truced include the meaning of the word "Secondhand Car", how to account for 

VAT on sale of secondhand car and also the rules for taxed. 

However, the problem of matter of law that not provided specific in the sale of 

secondhand car business and problem of the interpretation of the word "Goods", as 

mentioned above, lead the legal loopholes to occur. These loopholes are a chance for 

the business operators or suppliers to avoid tax. For the United Kingdom and 

Singapore, they have the special schemes for account VAT on sale of secondhand car. 

They separate the method for account VAT on sale of secondhand cars out from the 

general method for account VAT and these special schemes are fair for the taxpayer, 

moreover, theses schemes can cure the problem of the interpretation and the problem 

of matter of law very well. 
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4.2.1 Tax Base 

The problem of tax base is there is no specific tax base for the sale of 

secondhand car, at present, tax base is provided in Section 79 to account for 

VAT, tax base is calculate from full price of the goods and now to account for 

VAT on sale of secondhand cars still use this general method. lbis kind of tax 

base cost the price of secondhand good that used to tax once a lot and effected 

to the customers' decision for buying secondhand one. 

4.3 The Practical Problem in term of Collecting VAT on Sale of Secondhand 

Cars in Thailand 

Tax invoice is the important commercial document issued by a seller to a buyer, 

indicating the products, quantities and agreed prices for products or services with 

which the seller has already provided the buyer and also it can be use for calculating 

VAT for the seller (suppliers or business operators) to submit VAT to the Revenue 

Department. 0111. fl /. <!:' 

In practical problem, the business operators or suppliers use the legal loopholes as an 

advantage to avoid tax. They do not issue tax invoice as an evidence for sale of 

secondhand cars in their own businesses. 

Issuing tax invoice seemed making evidence tied up theirs own businesses and show 

that the process of sale of secondhand cars happened in this or that month, it means 

the business operators or suppliers have to submit VAT to the Revenue Department 

also. 

On the other hand, if they did not issue any tax invoice, the Revenue Department will 

not be able find evidence to force them subject to VAT. However, the customers still 

need some evidence for make sure that they derived the right and ownership of the 

cars completely. So using blank endorsement in sale of secondhand car business is the 

way out. When the customers signed on blank endorsement after they paid for the 
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price, this blank endorsement seemed to be evidence between buyer and seller. 

Mostly, there is no problem about not issuing tax invoice for them because they think 

that they already derived the ownership of the cars completely. 

4.4 The Special Schemes for Taxed VAT 

The way to collect VAT in Thailand, the United Kingdom and Singapore are 

different. The United Kingdom and Singapore have the specific schemes for taxed 

VAT on sale of secondhand cars and also have the specific form of tax invoice 

separately from the normal tax invoice (especially in the United Kingdom) that make 

the collection for tax can prove easily. 

Thailand does not have any specific schemes for taxed VAT like the United Kingdom 

and Singapore. Nowadays, Thailand does not have any special provision for taxed or 

special schemes to account for VAT on secondhand cars. Thailand -uses only the law 

that described on the Revenue Code and adapts it to the related cases, so the legal 

loopholes happen. The car tents or business operators use these loopholes for avoiding 

tax because they do not want to have tax burden that cost them a lot because sale of 

goods, normally, account for VAT on the full price. 

The United Kingdom and Singapore have special schemes for taxed on secondhand 

cars by using "the Margin Scheme" (the United Kingdom's schemes), "Gross Margin 

Scheme" or "Discounted Sale Price Scheme" (Singapore's schemes). These schemes, 

to account for VAT on secondhand cars no need to account for VAT on the full price 

such as ''the Margin Scheme" and "Gross Margin Schemes" value added tax is 

chargeable on the margin between the selling price and purchase price. VAT is taken 

to be included in the margin of sale and is calculated as a fraction of it in the same 

way that retailers calculate VAT included in their takings. For the "Discounted Sale 

Price" value added tax is charged on 50% of the value of the car. 

Thailand can adapt the accountancy for VAT from these schemes such as ''the Margin 

Scheme" (the United Kingdom's schemes), "Gross Margin Scheme" or "Discounted 
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Sale Price Scheme" (Singapore's schemes) and use them for helping the Revenue 

Department to account for VAT fairly because this collecting scheme does not 

account on full price of the secondhand cars, which used to taxed on full price once 

before. These schemes lead the business operators or car tents and conswners willing 

to pay VAT without the idea to avoid VAT because they do not have to pay VAT on 

full amount. 

The important idea for taxed VAT on secondhand goods of the United Kingdom is 

that the author wanted to present is "there is no overall exemption from VAT for goods 

merely because they are being sold secondhand or in used condition. Neither is a 

person exempt from VAT registration because he deals in secondhand goods. Thus all 

sales of used goods, equipment and machinery are subject to VAT at the normal rate. 

A person opening up a secondhand shop will have to register for VA T of his total 

turnover exceeds, or is expected to exceed, the current limit for VAT registration. " 

The United Kingdom explained very clearly in the law that no exemption from VAT 

for goods merely because they are being sold as secondhand. Then no legal loopholes 

would occur, the suppliers or business operators could not interpret the sale of goods 

into other kind of goods for avoiding tax. Thailand still has the loopholes for 

interpretation of law so the supplier or business operators can use it for avoiding tax 

due to no special provision to support. 

Normally, sale of goods and sale of secondhand goods in Thailand use same tax 

invoice, so for checking of the source of goods cannot be clearly. Tax invoices in the 

United Kingdom for selling and purchasing secondhand goods are different from 

general tax invoice in Thailand, The United Kingdom uses special tax invoice for 

record details that mentioned in Chapter3. 

Moreover, to be special tax invoice in the United Kingdom it must have the clause 

below on tax invoice for separate a type of accountancy for VAT. For issuing 

purchase invoice in the United Kingdom it must issue "Input tax deduction has not 

been and will not be claimed by me in respect of the car sold on this invoice" below 
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on the invoice to show that this selling and purchasing is not account for VAT on full 

price likes ordinary sale of goods and expressed that the suppliers will not claim VAT 

that come from this sale. 

In Singapore, for using Scheme I: Gross Margin Scheme, no tax invoice to issue but 

the suppliers can use normal tax invoice by note the important clause to note that the 

GST chargeable is not to be shown on it such as "input tax deduction has not been 

and will not be claimed by me in respect of the vehicle sold on this invoice ". This 

clause makes people know that this is tax invoice using in Scheme 1, GST is 

chargeable on the margin between the selling price which is treated as inclusive of 

GST and purchase price. 

For using Scheme 2: Discounted Sale Price Scheme, tax invoice may be issued upon 

request from the customer to enable him to claim it as input tax if he is GST 

registered. This scheme is to be used in the sale of a secondhand vehicle which does 

not qualify under the Gross Margin Scheme. 

LABO NCIT 



Chapters 

Conclusion and Recommendations 

5.1 Conclusion 

Value Added Tax (VA n is useful for the Thai economy because it generates income 

to the government more than other kind of taxes because VAT is indirect tax that 

levied on the added value or on increased value of goods at each point in the chain of 

production and distribution, from the raw material stage to final consumption. Thus, 

VAT can earn a huge of revenue to the Thai Government for the purpose of funding 

the building and maintenance of parks, schools, roads, and other public facilities. 

In Thailand, the rates of Value Added Tax for general sale of goods are 7% 

(November, 2007). Actually, the rate for taxed VAT in Thailand is 100/o but Royal 

Decree (No.465) B.E.2550 enacted an announcement to decrease the rate to 7%. 

From this research the author presented about ''the Problems of Value Added Tax on 

Sale of Secondhand Cars in Thailand". These problems effect to the government's 

revenue because of Thai tax law has legal loopholes in the matter of law and also the 

interpretation of law. The suppliers use these loopholes for avoiding tax; it means the 

Revenue Department cannot collect VAT from sale and purchase of secondhand cars 

in secondhand car businesses. 

The VAT was invented by French economist in 1954 and extended over time to all 

business sectors. In principle VAT is a tax on goods and services consumed in the 

home market; the tax is complicated because it is collected at every stage of 

production and distribution. Value added is the contribution of a particular firm to the 

value of the product. It can be calculated either directly by taking the value of a firm's 

wage and salaries bill plus profits, or indirectly by subtracting the costs of materials 

and services (such as electricity and transport) that the firm has bought in from the 

value of the products it sells. 
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For the special schemes for the sale of secondhand goods in United Kingdom, the idea 

for taxed VAT on secondhand goods is there is no overall exemption from Vat for 

goods merely because they are being sold secondhand or in a used condition. Neither 

is a person exempt from VAT registration because he deals in secondhand goods. 

Thus all sales of used goods, equipment and machinery are subject to VAT at the 

normal rate but certain used goods may be sold under special schemes for VAT to be 

calculated on a reduced value such as used motor cars or secondhand cars. 

In the United Kingdom, the suppliers cannot avoid VAT because this country has 

special scheme to account for VAT but different from the general method to account 

for VAT on sale of secondhand cars. This special scheme is different from the general 

method, which account on full price, it accounts as a part of the margin of sale price 

for each item. The "Margin of Sale Price" means the difference between the price you 

paid for item when you bought it and the price you sold it for. Therefore, the business 

operators or suppliers and customers will not feel like they are pressed upon too much 

tax burden. 

Moreover, the special tax invoice that use only in the sale of secondhand cars in the 

United Kingdom is very good idea. The suppliers may often find themselves 

purchasing items of stock from people who are either not registered for VAT, or 

selling items privately. Thus, issuing this special tax invoice will help the suppliers 

obtain an adequate purchase invoice for such transaction. 

Value Added Tax in Singapore is called "Goods and Services Tax" (GST). "Goods 

and Services Tax" is a broad-based consumption tax levied on import of goods, as 

well as nearly all supplies of goods and services. In Singapore, it also has special 

schemes to account for VAT on sale of secondhand cars similar to the United 

Kingdom. Two special schemes for applying with the sale of secondhand cars in 

Singapore are 1) "Gross Margin Schemes" and 2) "Discounted Sale Price Scheme". 

The source of the provision of "Gross Margin Scheme" (GMS) is to mitigate the tax 

burden on the final buyer of the secondhand cars. This is especially for new car 
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buyers who are non OST registered individuals. The dealer who buys their 

secondhand cars will then be charging OST on the sale of the secondhand cars to the 

next buyer. "Gross Margin Scheme" is applied when there is no OST incurred 

previously on the purchase of the car (i.e. a purchase from a non OST registered 

individual or a purchase from a OST registered car dealer who used "Gross Margin 

Scheme" on the sale of the car.) If "Gross Margin Scheme" is applied, the seller 

cannot issue a tax invoice for this sale. 

The source of provision of "Discounted Sale Price Scheme" (DSPS) is to correct the 

tax distortion created by Certificate of Entitlement and Additional Registration Fee on 

the market price of the secondhand cars as GST is not applicable on these 

components. "Discounted Sale Price Scheme" is applied when input tax was 

previously claimed by the car dealer and this car dealer is OST registered. If 

"Discounted Sale Price Scheme" is applied, the seller can issue a tax invoice for this 

sale. 

From this research presented the methods and problems for taxed VAT in Thailand 

and the well-conceived method of the United Kingdom and Singapore. The special 

schemes to account for VAT on secondhand cars of both countries are useful for Thai 

government to improve and apply these special schemes for closing legal loopholes 

on VAT collecting method in Thai tax law. Furthermore, these special schemes are 

useful for the suppliers and the final buyer of the secondhand cars because they 

mitigate the suppliers and the final buyers' tax burden. 

5.2 Recommendations 

I . The Government should enact Royal Decree for closing the legal loopholes, which 

caused the problem of collecting VAT, by issuing special scheme for taxed VAT on 

sale of secondhand cars. 
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However, for using this special schemes to account for VAT, tax base that described 

in Section 79 of the Revenue Code have changed. Thus, for enacting Royal Decree 

have to issue under Section 79/9 of the Revenue Code35
• 

In the detail of Royal Decree, it should be described about the meaning of the word of 

"secondhand car", the rules and conditions of the "Gross Margin Schemes". 

Moreover, for clearly understanding, the Government should enact the Director­

General Notifications for ~xplaining about how to account for VAT in this special 

scheme. 

Or 

2. Issue Director-General Notifications under Section 79 (4) of the Revenue Code36
• 

For issuing Director-General Notifications, it should specific in the topic of "The 

descriptions and conditions which are not account for the value of the tax base under 

Section79 (4)". In this Director-General Notifications will express about VAT 

exemption on buying price of the secondhand car when the suppliers bought it, by not 

value added on the buying price as tax base. Moreover, it should give the description 

about the meaning of the word of "secondhand car'', the rules and conditions of the 

"Gross Margin Schemes" and also the explanation about how to account for VAT in 

this scheme. 

From the recommendations above, Thailand should apply the "Gross Margin 

Schemes" of Singapore, as well as, ''the Margin Scheme" in the United Kingdom that 

35 Section· 79/9 the tax base for sale of goods, provision of services or import 
of goods that is not dealt with in this Division shall be as prescribed by a Royal 
Decrees. Such a Royal Decree may also prescribe any rules and conditions for the 
purpose of ascertaining value of the tax base for such transactions. 

36 Section 79 value of the tax base shall be exclusive of-
( 4) compensation answering to the descriptions and conditions given or 

prescribed by the Director-General with the approval of the Minister. 
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account for VAT on the margin of the price because the method to account for VAT is 

fair enough for the customers and also the suppliers or business operators. 

This scheme will account for VAT on the margin between the selling price and 

purchase price (purchase price - selling price = margin).Furthermore, there are 

requirements of this scheme that either one of the following must be satisfied: 

1) the car was previously purchased from an individual or a non-GST 

registered dealer or 

2) the car was previously bought from a GST registered car dealer who used 

this scheme 

For the VAT registered, who was claimed input tax in the last transaction, the scheme 

that should apply to account for VAT is the general method that provided in the 

Revenue Code. 

However, the government should apply the United Kingdom's method for issuing 

special tax invoice for sale of secondhand cars separated from the general tax invoice, 

by showing the important details as follows: 

1) Identifying number oftbe invoice; 

2) Seller's name and address; 

3) Date of transaction; 

4) Your name and address as the buyer; 

5) Description of the item(s) and any identifying numbers (such as 

registration numbers in the case of cars); 

6) Gross price paid for the item(s). 

The seller must sign and date the invoice to certify that the details regarding his name 

and address correct. 
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When suppliers sell a secondhand car under the scheme they must issue a sales 

invoice with the same information as given in 1) to 6). Except in this instance they are 

the seller at 2) and their customer is the purchaser at 4). 

In this special tax invoice should have the clause "Input tax has not been and will not 

be claimed by me in respect of the car sold on this invoice " below the invoice for 

assuring that this invoice the suppliers can not claim input tax from this sale. 

The suppliers may often find themselves purchasing items of stock from people who 

are either not registered for VAT, or selling items privately. Thus, issuing this special 

tax invoice will help the suppliers obtain an adequate purchase invoice for such 

transaction. 
~ ~ Q.. 
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Appendix A 

ROYAL DECREE 

Issue under the Revenue Code Governing the 

Reduction of Value Added Tax Rates B.E. 2550 

(No.465) 

59 

BY Royal Command of His Most Excellent Majesty King Bhumibol 

Adulyadej, it is hereby proclaimed that-

Whereas it is deemed proper to modify the reduction of the value added tax 

rates; 

Be it, therefore, enacted a Royal Decree by the King' s Most Excellent 

Majesty, in exercise of the power under Section221 of the Constitution of the 

Kingdom of Thailand and Section 80 of the Revenue as amended by the Revenue 

Amendment Act (No.30) B.E.2534, as follows: 

Section 1 This Royal Decree is called the "Royal Decree Issue under the 

Revenue Code Governing Reduction of Value Added Tax Rates (No.465) B.E. 2550." 

Section 2 This Royal Decree shall come into force on and from the 1st Day of 

October B.E. 2550. 

Section 3 There shall be repealed the Royal Decree Governing Reduction of 

Value Added Tax Rates (No.440) B.E. 2548 of the Revenue Code. 

Section 4 The rate of value added tax under Section 80 of the Revenue Code 

shall be reduced to-

(1) 6.3 percent for the sale of goods, provision of services, or import in all 

cases where the liability to value added tax shall be from the I st Day of October 

B.E.2550 until the 30th Day of September B.E.2551, 

(2) 9.0 percent for sale of goods, provision of services, or import in all cases, 

where the liability to value added tax shall begin from the I st Day of October 

B.E.2550 onwards. 

Section 5 The Minister of Finance shall have the care charge of this Royal 

Decree. 
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ROYAL DECREE 

Issue under the Revenue Code 

Governing Designation of the Value of the Tax Base of a 

Small Business Exempt from Value Added Tax B.E.2548 

(No.432) 

60 

BY Royal Command of His Most Excellent Majesty King Bhumibol 

Adulyadej, it is hereby proclaimed that-

Whereas it is deemed proper to modify the designation of the value of the tax 

base of a small business exempt from value added tax; 

Be it, therefore, enacted a Royal Decree by the King' s Most Excellent 

Majesty, 

in exercise of the power under Section22 l of the Constitution of the Kingdom of 

Thailand and Section81/l of the Revenue Code as amended by the Revenue Code 

Amendment Act (No.30) B.E.2534 where more some provision of which concern the 

restriction of rights and liberties of a person in which Section29, Section35, and 

Section48 of the Constitution of the Thailand Kingdom designed that it shall be done 

by the power under the provision of laws, as follows; 

Section 1 This Royal Decree is called the "Royal Decree Issued under the 

Revenue Code Governing Designation of the Value of the Tax Base of a Small 

Business Exempt from Value Added Tax (No.432) B.E.2548 

Section 2 This Royal Decree shall come into force on the I st Day of April 

B.E.2548. 

Section 3 There shall be repealed the Royal Decree Issued under the Revenue 

Code Governing Designation of the Value of the Tax Base of a Small Business 

Exempt from Value Added Tax (no.354) B.E.2542. 

Section 4 The value of the tax base of a small business under Section 81/l of 

the Revenue Code shall not exceed 1,800,000 baht per year. 

Section S The term "year" under Section 4 means-
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(1) A calendar year, if the supplier is a natural person or a non-juristic of 

person, except in the case of commencing a business liable to value added tax, a year 

begins on the day of commencing business and ends on the last day of the calendar 

year; 

(2) An accounting period, if the supplier is a juristic person, exempt in the 

case of commencing a business, a year begins on the date of commencing business 

and ends on the last day of the accounting period. 

Section 6 The provisions of Section 4 and Section 5 shall come into force for 

the filing of tax from the date following the date that this Royal Decree has come into 

force. 

Section 7 The provisions of the Royal Decree issued under the Revenue Code 

Governing Designa ·on of the Value of the Tax Bas ofa Small Business Exempt from 

Value Added Tax (no.354) B.E.2542. shall continue to be in force for the value added 

tax that is overdue or due prior to the date of which this Royal Decree. 

Section 8 The ministry of Finance shall have the care and charge of the Royal 

Decree. 

LABO NCIT 
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AppendixC 

THE EC SIXTH VAT DIRECTIVE 

Article 26a 

Special arrangements applicable to second-hand goods, works of art, collectors' 

items and antiques 

A. Definitions 

For the purposes of this Article, and without prejudice to other Community 

provisions: 

(a) work of art shall mean the objects referred to in (a) of annex I. 

However, Member States shall have the option of not considering as 'work of 

art' the items mentioned in the final three indents in (a) in Annex I; 

(b) collectors items shall mean the objects referred to in (b) of Annex I; 

(c) antiques shall mean the objects referred to in (c) of Annex I; 

( d) second-hand goods shall mean tangible movable property that is suitable for 

further use as it is or after repair, other than works of art, collectors' items or 

antiques and other than precjous metals or precious stones as defined by the 

Member States; 

(e) taxable dealer shall mean a taxable person who, in the course of his economic 

activity, purchases or acquires for the rurposes of his undertaking, or imports 

with a view to resale, second-hand goods and/or works of art, collectors' items 

or antiques, whether that taxable person is acting for himself or on behalf of 

another person pursuant to a contract under which commission is payable on 

purchase or sale; 

(f) organizer of a sale by public auction shall mean any taxable person who in the 

course of his economic activity offers goods for sale by public auction with a 

view to handing them over to the highest bidder; 
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(g) principal of an organizer of a sale by public auction shall mean any person 

who transmits goods to an organizer of a sale by public auction under a 

contract under which commission is payable on a sale subject to the following 

provisions: 

the organizer of the sale by public auction offers the goods for sale in 

his own name but on behalf of his principal, 

the organizer of the sale by public auction hands over the goods, in his 

own name but on behalf of his principal, to the highest bidder at the 

public auction. 

B. Special a"angements for taxable dealers 

1. In respect of supplies of second-hand goods, works of art, collectors' items and 

antiques effected by taxable dealers, Member States shall apply special arrangements 

for taxing the profit margin made by the taxable dealer, in accordance with following 

provisions 

R07' 

2. The supplier of goods referred to in paragraph 1 shall be supplies, by a taxable 

dealer, of second-hand goods, works of art collectors' item or antiques supplied to 

him within the Community: 

- by a non-taxable person, or by another taxable person in so far as the supply 

of goods by that other taxable person qualifies for the 

exemption provided for in Article 24 and involves capital assets, 

- by another taxable dealer, in so far as the supply of goods 

by that other taxable dealer was subject to value added tax in accordance with 

these special arrangements. 

3. The taxable amount of the supplies of goods referred to in paragraph 2 shall be the 

profit margin made by the taxable dealer, less the amount of value added tax relating 

to the profit margin. That profit margin shall be equal to the difference between the 

selling price charged by the taxable dealer for the goods and the purchase price. 

For the purposes of this paragraph, the following definitions shall apply: 
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- selling price shall mean everything which constitutes the consideratio~ 

which has bee~ or is to be, obtained by the taxable dealer from the 

purchaser or a third party, including subsidies directly linked to that 

transaction, taxes, duties, levies and charges and incidental expenses such as 

commissio~ packaging, transport and insurance costs charged by the taxable 

dealer to the purchaser but excluding the amounts referred to in Article 11 

(A) (3). 

- Purchase price shall mean everything which constitutes the consideration 

defined in the first indent, obtained, or to be obtained, from the taxable 

dealer by his supplier. 

~ ~ Q.. 
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AppendixD 

THE VAT ACT 1994 

50A Margin schemes 

50A(l) The Treasury may by order provide, in relation to any such description of 

supplies to which this section applies as may be specified in the order, for a taxable 

person to be entitled to opt tha~ where he makes supplies of that description, VAT is 

to be charged be reference to the profit margin on the supplies, instead of by reference 

to their value. ~ 

50A(2) This section applies to the following supplies, that is to say­

( a) supplies of works of art, antiques or collector's items; 

(b) supplies of motor vehicles; -r-
( c) supplies of second-hand goods; and 

( d) any supplies of goods through a person who acts as an agent, but in his own 

name, in relation to the supply. 
NCIT 

50A(3) An option for the purposes of an order under this section shall be exercisable 

, and may be withdrawn, in such manner as may be required by such an order. 

50A(4) Subject to subsection (7) below, the profit margin on a supply to which 

this section applies shall be taken, for the purposes of an order under this section to be 

equal to the amount (if any) by which the price at which the person making the supply 

obtained the goods in question is exceeded by the price at which he 

supplies them. 

50A(5) For the purposes of this section the price at which a person has obtained any 

goods and the price at which he supplies them shall each be calculated in accordance 

with the provision stipulating the extent to which any VAT charged on a supply, 
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acquisition or importation of any goods is to be treated as included in the price at 

which those goods have been obtained or are supplied. 

SOA(6) An order under this section may provide that the consideration for any 

services supplied in connection with a supply of goods by a person who acts as an 

agent, but in his own name, in relation to the supply of the goods is to be treated for 

the purposes of any such order as an amount to be taken into account in computing the 

profit margin on the supply of the goods, instead of being separately chargeable to 

VAT as comprised in the value of the services supplied. 

50A(7) An order under this section may provide for the total profit margin on all the 

goods of a particular description supplied by a person in any prescribed accounting 

period to be calculated by-

( a) aggregating all the prices at which that person obtained goods of that description 

in that period together with any amount carried forward to that period in 

pursuance of paragraph( d) below; 

(b) aggregating all the prices at which he supplies goods of that description in that 

period; 

( c) treating the total profit margin on goods supplies in that period as being equal to 

the amount (if any) by which, for that period, the aggregate calculated in 

pursuance of paragraph (a) above is exceeded by the aggregate calculated in 

pursuance of paragraph (b) above; and 

( d) treating any amount by which, for that period, the aggregate calculated in 

pursuance of paragraph (b) above is exceeded by the aggregate calculated in 

pursuance of paragraph (a) above as an amount to be carried forward to the 

following prescribed accounting period so as to be included, for the period to 

which it is carried forward, in any aggregate falling to be calculated in 

pursuance of paragraph (a) above. 

50A(8) An order under this section may-

( a) make different provision for different cases; and 
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(b) make provisions of the order, be given by the Commissioners with respect to 

any matter to which the order relates. 
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Appendix E 

THEGSTACT 

Section 23 Relief on supply of certain secondhand goods 

(1) The Minister may by regulations make provision for securing a reduction of the 

tax chargeable on the supply of goods of such descriptions as may be specified in the 

regulations in cases where no tax was chargeable on a previous supply of the goods 

and such other conditions are satisfied as may be specified in the regulations or as 

may be imposed by the Comptroller. 

(2) Tax chargeable on the supply of goods referred to in subsection (1) shall (unless 

otherwise provided in regulations made under this section) be reduced to the tax 

charged as if the supply of such goods was for a consideration equal to the excess of 

A-B, 

where A is the consideration for which the goods are supplied; and 

B is the consideration for which the goods were acquired, 

and accordingly where there is no excess, the tax shall not be charged. 

(3) Regulations made under this section may include provisions -

(a) for giving relief from the tax chargeable on the importation of goods of 

the description specified in the regulations; and 

(b) for securing a similar reduction where no tax was chargeable on the 

importation of goods of that description as where no tax was chargeable 

on a previous supply of the goods. 

( 4) Regulations made under this section may extend to cases where the previous 

supply or the importation took place before tax was chargeable on any supply or 

importation. 
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(5) This section shall, with the necessary modifications, apply in relation to cases 

where consequential relief from tax was given on a previous supply by regulations 

made under section 19 (14) but the relief did not extend to the whole amount of the 

tax. 

(6) Regulations made under this section may make different provisions for goods 

of different descriptions and for different circumstances. 

(7) In this section, references to a supply on which no tax was chargeable include 

references to a transaction treated by virtue of an order under section 10 (3) as neither 

a supply of goods nor a supply of services. 

(8) This section shall not apply to -

(a) a supply which is a letting on hire; 

(b) a supply if an invoice or similar document showing an amount as being 

tax or as being attributable to tax is issued in respect of the supply; and 

( c) any supply by a taxable person where he fails to keep such records and 

accounts as the Comptroller may in writing specify or to comply with 

such conditions as the Comptroller may impose. 
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Appendix F 

TillRD SCHEDULE OF THE GST ACT 

(Paragraph 14) 
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Where a taxable person makes a supply (other than a supply to which section 23 

applies) of any used motor vehicle which was registered under the Road Traffic Act 

(Cap. 276) pursuant to a previous supply of that motor vehicle, the value of the supply 

shall be reduced by 50%. 
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